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On May 6, government officials acknowledged failure to meet inflation and budget deficit targets
for first quarter 1992, contained in a US$2.1 billion stand-by loan agreement with the International
Monetary Fund (IMF). Consequently, the second installment for US$250 million will be delayed.
According to the independent Fundacao Getulio Vargas (FGV), in the first four months of the
year the consumer price index rose by 103.02%. The IMF agreement specifies a monthly inflation
rate of less than 10% by year-end 1992, and a 20% annual rate for 1993. The inflation target for
second quarter is between 15% and 16% per month. In the first quarter of the year, federal revenue
dropped 14.4%. The decline was attributed to severe economic recession. Consequently, the budget
deficit was lower than the Fund agreement target. At a May 7 press conference in Brasilia, national
planning secretary Pedro Parente said the government does not plan to request a waiver from the
Fund since such action would be an admission that the government's economic program is not
viable, and attaining targets established for the first quarter "impossible." He pointed out that the
federal operational budget surplus for the first quarter was equivalent to 2.6% of GDP compared to
a 0.6% deficit in first quarter 1991. Parente said the government is confident of reaching the targets
in the second quarter. He also asserted that the government does not need the second installment
at this time because foreign reserve levels are "comfortable." Reserves are estimated at about US
$14 billion, and annual GDP at US$400 billion. Next, Parente said Brasilia will request that the
Fund disburse the second and third installments at the end of the second quarter, assuming second
quarter targets are met. If the Fund agrees, the government would receive US$513 million in one
lump sum. The stand-by agreement specifies seven installments up to August 1993. [Basic data from
Gazeta Mercantil (Brazil), Spanish news service EFE, 05/06/92; Agence France-Presse, 05/07/92]
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